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1. (a) <€l 3R [ Fq
Fill in the blanks :

() T = FiEE IR R, shee
YA o |

1x4=4

The value of the firm can be

maximized, if the shareholders
wealth is .
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(2)

(i) Ro3e wfery T T'q ey
9] o SFeng | N

Cost of retained earnings js the
of dividends foregone by the

shareholders.

(i) —— TCOH  SRPIN, | TN Py
AP |

According to Model, the
dividend decision is irrelevant.

(iv) SR LA JeT4 18 IR =7 |
Working capital is also known as
capital.

(b) S5 ¢ =y o737 1x4=4
Write'True or False :
() TN W TS GARFR AF TG o
PEECEREECl

Capital structure is the mix of
preference and equity share capital.

(i) - FilRTe smfeq b1 go59 299
TSGR R 1T |

Payback period method measures
the true profitability of a project.
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(3)

(iti) TN v HiZF Face SN f[eaens
Hoo (2 A |

Payment of dividend involves legal
as well as financial considerations.

(iv) AFS FRER o4 27 el (T S
e sefes wfefiea |

Net working capital is the excess of
current assets over current
liabilities.

2. wue s B e fofaom, oy e fos 0 4x3=12

Write short notes .on wany three of the
following :

(@) SEEE T o
Optimal Capital Structure

(b) TEEAACEO
Capital Budgeting

(c) TSI APTFRR
Types of Dividend

(d) <IN LA R AT

Need of Working Capital Management
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3. (a)

(b)

(4)

“Fre] SfdFeaae RNaR P A Sy
21! 917 391 =W, 192 2 SIRIHNPT STom o

T WE GFeoion A7 17 T - 10
“Maximization of profits is regarded as

the proper objective of investment
decision, but it is not as exclusive

as maximizing shareholders’ wealth.”
Comment.

1241/ Or

(SRR FHE [RF 20,00,000 531, RSN I

14,00,000 GFl,~ &9 9 4,00,000 Bl ¢

10% <4 3«9 10,00,000 G ¥ |

AR, PR SR A& fereiae simy 47 |
3%+3%%+3=10

Gohain firm has Sales of ¥ 20,00,000,

Variable Costs of T 14,00,000, Fixed

Costs wof T 4,00,000 and Debt of
<'10,00,000 at 10% rate of interest.

Calculate Operating, Financial and
Combined Leverages.

4. (a)-.() X FifEoce =R 50,000 T 8%

P25/1487

@ TR IE 1 EENNCR Crge
AT FI9 TF 50% | AT FoA TP
St/ 4T |

X Ltd. issues T 50,000, 8%
debentures at par. The tax rate
applicable to the company is 50%.
Compute the Cost of Debt Capital.
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(S)

(i) Y ffidee 10% fBfEme 50,000 5
8% AIq IR T¢I | (IR CFA®

S T TR 60% | 4 JoHeE 490
S 41 |

Y Ltd. issues < 50,000, .8%
debentures at a premium ‘of 10%.
The tax rate applicable to the

company is 60%. Compute Cost of
Debt Capital.

(i) A FRiEe 5% @=E® 50,000 51 8%
Jooig wIR T¢I | 9L T 50% | AN
e AT S

A Ltd. issues <X 50,000, 8%
debentures-at a discount of 5%. The

tax rate is’'50%. Compute Cost of
Debt Capital.

(iv) B Fifficocs 10% faffams 1,00,000 B
9% dAqelg R ICI | SPHM FI9 II®
2% | 2ty 9 RS 60%I JTT IS
ECIRIECIRSEIN
B Ltd. issues <X 1,00,000, 9%
debentures at a premium of 10%.
The costs of flotation are 2%. The
tax rate applicable is 60%. Compute

Cost of Debt Capital. 2v,%x4=10
5§/ Or
b) T R 2w TR R vike
age) orafed ey Seanar 4 | 10

Discuss any four important methods of
evaluating capital investment project.
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(6)

5. (a) aﬁﬁﬁmﬂaﬂwaﬁ?ﬁwmfﬁ@wﬁ@ﬂ
FRFTR AR 3[4 |

Explain the various factors "which
influence the dividend decision of

I(

afirm.

Y241/ Or

(b) TR Pl ek S cIRAmA-

Fae el B B T ST
e st =9 9 6+4=10

What is the Modigliani-Miller approach
of irrelevance concept of dividend?
Under what assumptions to the
conclusions hold good?

6. (a) ABC &R &=oft aiged  fifidtog
AR ARSI 7/ 156000 TTHG Bty
PRI B AT PRGN Jo49 Acaraiizs]
(ST 91 96 orge a1 | 10

The Board of Directors of ABC
Engineering Company Private Ltd.
requeSts you to prepare a statement
showing the Working Capital
Requirements for a level of activity of
156000 units of production.
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(7)

SR A e w2 Sopr

The following information is available for
your calculations :

69 SR o1fS 3Ef5w (51)
Elements of Cost Amt. Per Unit (%)

/Raw Materials 90
2orsF ¥9 /Direct Labour 40
Se{Ee /Overheads 75
33 395 /Total Cost 205
e / Profit 60
ﬁ@?ﬂ /Selling price 265

(i) 710 AW TGO A, AT TR
Raw materials are in stock, on
average 1 month

(ii) STEEPEE alfers =g, e 2 LR

Materials are in process, on average
2 weeks

(i) COAR T TS ATF, WE @R

Finished goods are in stock, on
average 1 month

(iv) COTFIRPRICH S e, @Mz

Credit allowed by suppliers,
1 month

(U)WWGW@WW,
2 2 | -

Time lag in payment from debtors,
2 months
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(8)

(Vi) TR LR CFAS T, - 1V IR
Lag in payment of wages, 172 weeks
(vii) TSRS ARCNE CFqo 1, IR

Lag in payment of overheads. is
1 month

20% Teolla w5 1 ReRice Rl o1 29 | Too
HE @[T AW 49 60,000 T @R AT
= 4R AT Tl @ (0. JRIWO BRATTA
T SR ACE, TR AE SRS AR T
= F 4 TR T AT =2 T |

' 20% of the output is sold against cash.
Cash in hand andat bank is expected to
be T 60,000. It.is to be assumed that
production [ is¢ ecarried on evenly
throughout ‘the year, wages and
overheads accrue similarly and a time

period" of 4 weeks is equivalent to a
month.

w2<1/ Or

(b) Tege ~fFoE Jferce [ q@ 2 W «ARkeeEE &
CFICTT 701 A4 CRPTE <=1 1 | 2+4+4=10
What do you mean by Inventory

Management? Explain any two major
techniques of Inventory Management.
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